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By Jjeffrey Lubell

Despite a recent slowdown in home sales, working families continue to struggle to find

affordable homes~both rental and for sale—in communities around the country.

Homeowner's Rekab. inc.

The problem has grown to the point where itis
no longer of concemn only to the affecied fami-
lies, but also to the communities in which they
live or wish to live.

Communities that cannot provide afford-
able homes for teachers, nurses, fire fighters,
pelice officers, and other essential workers are

at a competitive disadvantage in attracting
dedicated workers for these positions. Sim-
ilarly, employers will be less likely to stay in or
refocate to communities that cannot provide
an adequate supply of homes that are afford-
abie to thelr workers.

Providing affordable homes is a major
challenge that requires multipte responses by a
variety of actors at the federal, state, and local
levels. While city planners, zoning hoard offi-
cials, and others involved in the zoning process

cannot solve this problem alone, there are a
number of steps they can take to make a mate-
rial difference in increasing the availahility of
homes affordable to working families.

This issue of Zoning Practice highlights
three zoning tools used by communities to
increase the availability of affordabte homes:
= Revising zoning policies to make more land
available for residential use and increase
atlowable densities within residential zones,
« Adopling zoning policies that support a
diversity of housing types, including muitifam-
ily, accessory dwelling units, and manufac-
tured homes.

« Establishing inclusionary zoning require-
ments or incentives.

To set these Lools in context, we start by
reviewing the scope of the affordable housing

chailenge facing working families and the
range of policy options available to state and
tocal leaders seeking to address it. Following
this overview, the article examines the poten-
tial of sach of the three zoning policies to
increase the availabitity of homes afferdable
to working families. The article concludes with
brief suggestions on how to build on these
policy proposals to faunch a comprehensive
and coordinated effort to meet a community’s
need for affordable homes,

(GOUSIBG CHALLENGES FACING

WORRING FARILIES

According to Barbara ). Lipman, author of The
Housing Landscape for America’s Working
Famities, a publication of the D.C.-based
Center for Housing Policy, five million working
families nationwide bad critical housing
needs in 2003--an increase of 60 percent
since 1997. For purposes of this calculation,
“working families” are defined as families
with earnings equal to at least full-time mini-
mum wage work but less than 120 percent of
area median income. These tabulations of
data from the 2003 American Housing Survey
are the most recent avaitable. Updated tabula-
lions wili be available in early to mid-2007.
The vast majority of these families spent half
or more of their monthly incomes on the costs
of owning or renting a home. Others had criti-
cal housing needs because they lived in
homes with severe physical problems, such as
lack of reliable plumbing or heating.

Millions of additional working families
have moderate housing cost burdens or can
only afford to live far from their places of work,
forcing them to endure long commutes and
spend much of their housing cost savings on
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transportation, according to Lipman's 2006
report for the Center For Housing Policy, A Heawy
Load: The Combined Housing and Transporia-
tion Burdens of Working Families. These prob-
lems undermine the well-being of both the
affected families and the communities in which
they live or wish to live. Families that cannot
afford the costs of their homes may be only one
paycheck away from foreclosure or eviction.
They atso may have insufficient income left over
to afford necessary food, health, and education
expenses, leading 1o adverse nutrition, health,
and education cutcomes for their children, Such
problems are compounded by the stress of con-
tinually strugeling te meet unaffordable housing
costs and the high cost and lost time with fam-
ily associated with lengthy commutes.

For many communities, the high cost of
homes makes it difficult or impossible for
police officers, fire fighters, and other essen:
tial workers to live in the communities they
serve, reducing their capacity to respond
promptly to emergency situations and to par-
ticipate in community life after 5 p.m. The
high cost of homes also makes it difficuit for
communities to attract teachers, nurses, and
other valuable community servants and for
employers to attract the workers they need to
sustain and grow their businesses.

These are serious problems. But forlu-
nately, there is a wealth of experience in how to
address them, While in earlier decades the fed-
erat government may have taken the fead in
developing solutions, the focus of decision
making today is at Lhe state and local level.
Many promising strategies exist for municipal
leaders—including a number of policies that rely
on the zoning process—1o expand the availabil-
ity of affordable homes for working families.

six principat oplions to increase the availabil-
ity of affordable homes.

Expand the availability of sites for the
development of effordable homes. in most com-
munities where homes are fiscally out of reach
for working families, land is expensive, By mak-
ing publicly owned land and tax-delinquent
properties available for the development of
affordable homes, focal governments can neu-
tralize this obstacle. Local governments alse
can expand the supply of sites for new develop-
ment through changes in zoning rules or maps
that make new areas available for development
or expand the number of homes that ¢can be
built in existing residential areas.

Reduce red tape and other regquiatory

barriers to affordable homes. In the develop-
ment world, time is money. The longer il takes
10 gain the necessary approvals to build a
home, and the moere uncertainty involved in
the approvat process, the higher the costs of
newly builf or renovated homes. By expediting
the approval process for affordable homes

and addressing the regulatory barriers that
drive up costs, such as overly restrictive zon-
ing rules and building codes and regressive
fees, state and local governments can cut
through the red tape and expand the supply
of affordable homes,

Harness the power of strong housing
markets, The greatest housing challenges are
found in hot housing markets where the costs
of buying or renting a home increase much
faster than incomes. Fortunately, state and
local governments can take steps to capitalize
on strong markets to expand the supply of
affordable homes. These policies include
strategies for tapping the increased tax rev-
enue associated with increases in property
values and an active real estate market, as
well as incentivizing or requiring the develop-
ment of a modest number of affordable
homes as part of the process of developing
more expensive homes.,

Generate additional capital for afford-
able homes. While successful efforts to
reduce regulatory barriers can help expand
the supply of affordable homes, in many com-
munities additional resources will be needed
o bring the price of homes within reach of
working families. There is a range of promis-
ing approaches for generating revenue for this
purpose, including leveraging additional fed-
eral funds through the four percent low-
income housing tax credit program, support-
ing the issuance of general obligation bends
for affordable homes, and tapping employer
interest in providing hames for their workers.

Preserve and recycle resources for afford-
able hemes. Given the limited availability of
public funds for affordabie homes, it is essen-
tizl that funding be used in a cost-effective
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srand the Aeaitabitity of Sites for Affordabie Homes

%" Make publicly owned land available for affordable homes.
= Facilitate the reuse of vacant, abandoned, tax-delinquent properties,
- = Expand the supply of homes through rezonings that make more land available for
residential use and increase allowable densities within residential zones.

Bodure Rad Tapé and Grher Regulatory Barlers ts #ifordablo Ha

« Ensure that zoning policies supportt a diversity of housing types, including multifamily,
accessory.dwelting units, and manufactured homes,

» Adopt expedited permitting and review policies. o

* Reviseimpact fee structure to reduce the burden on-families 'o'ccupying smallér, less-

expensive homes,

= Adopl buitding codes that facilitate rehabiitation of existing structures.

Haroess the Power of Shong Houslng Markels

i)

= Lhilize tax increment financing to fund affordable homes.

= Stimulate rental home construction and rehabilitation through tax abatements.
« Create or expand dedicated housing trust funds. .

» Establish inclusionary zoning requirements or incentives.

* Use cross-subsidies to support mixed income housing.

o &

ditianal Lapital for Alfordebie Homes

= Expand utilization of four percent low-income housing tax credits.
« Provide pre-development, acquisition, and working capital financing,

+ Support housing bond issues.

» Ensure that housing finance agency reserves are used for affordable homes.
= Tap and foster employer interest in affordable hames for their workers.

Prasevve and Recycle Resoures for Affordable Homes

¥ Preserve affordable rental homes.
= Recycle downpayment assistance.

= Use shared equity mechanisms to create and preserve a ﬁousing stock affordable to

families with a mix of incemes.

gor Residenis @ Pusehase and Refain Private M

e

» Expand home ownership education and counseling, including credit counseting.

n

manner designed to produce the maximum ben-
efits for the minimum cost. Providing funds 1o
help preserve existing affordable homes that
might otherwise deteriorate due to neglect or be
lost from the affordable inventory through gen-
trification is one particularly cost-effeclive strat-
egy. Others inciude recycling down payment
assistance by providing assistance in the form
of leans rather than granis and the use of
“shared equity” stralegies that help preserve
the buying power of government subsidies for
homeownership in markets with rapidly appreci-
ating home prices.

Empower residents to purchase and retain
private-market homes. As a group, the policies
described in the first five roles have focused

Help mederate income home owners avoid forecloser and equity loss.

cverwhelmingly on expanding the supply of
homes. But there is alsc a “demand” side to Lhe
equation, To the extent that families have ade-
quate incomes and credit to afford private-mar-
ket homes, the need for government interven-
tion to provide affordabie homes is greatly
reduced. One demand-side strategy within the
domain of housing policy s to invest in home
ownership education and counseling that help
families navigate the complicated home buying
process and improve their credit and debt pro-
file 5o they can access more private-market
maortgage capital al reasonable rates. Given the
rise of foreclosures in certain markets, it is
important to marry this “pre-purchase” strategy
with a “post-purchase” one designed to help

existing home owners refain their home owner-
ship status in the face of confusing mortgage
products, rising interest rates, and rising prop-
erty taxes.

RORIHG YOO8

The pages that foliow focus on three zoning
tools for meeting the need for affordable
homes. The sidebar on the left has a more
exhaustive list of high-impact local and state
slrategies.

Rezoning, Communities can expand the
supply of hames through rezonings that make
mere land available for residential use of
increase allowahle densities within residential
zones. As noled above, one of the biggest chal-
lenges involved in building affordable homes in
hot housing markets is finding reasonably
priced sites for development. By determining
whal land is available for residential develop-
ment, and the densily with which homes may
be buill in areas zoned for residential use, zon-
ing policies obviously have z direct bearing on
the avaitability of sites for development. The
more sites that are available, the lower the
costs, and thus the greater likelihood of a well-
functioning housing market capable of produc-
ing homes affordable to working families.

By revising zoning policies to make land
availabie for residentiat development that is
not currently zened for that use, some locali-
ties have successfully increased the supply of
land for new development. Localities alse
have expanded the supply of homes by
increasing (in appropriate locations) the
allowable densities within residential areas.

For example, Fairfax County, Virginia,
recently approved a plan to rezone an area
near the Vienna Metro stop to substantiatly
increase densities. By combining an clder
low-density subdivision that contained
approximately 65 singte-family homes with
five acres that had previously been used for
surface parking, the MetroWest redevelop-
ment plan will provide approximately 2,250
condominiums, apartments, and townhouses,
along with two acres of structured parking, up
to 300,000 square feet of office space, and up
10 190,000 sguare feet of retail space. During
negotiations over the proposed MetroWest
developmenl with developer Puite Homes,
Fairfax County secured a promise that approxi-
mately five percent of the homes would be
affordable—almost double the number
required under current Fairfax County require-
ments for developments of this density.
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New York City took a similar approach in
the comprehensive rezening of Greenpoint-
Williamsburg in May 2005. As described by
the city, the rezoning “sets the stage for the
renewal of a vacant and underutilized stretch
of the Brookiyn waterfront. . . . it reclaims two
miles of long-neglected East River waterfront
o create over 50 acres of open space, includ-
ing a continuous public esplanade and a new
28-acre park surrounding the Bushwick Iniet,
The plan creates new opportunities for thou-
sands of units of much-needed housing,
including affordable housing, within a
detailed urban design pian that addresses the
scale of the existing neighborhoods.”

The zoning plan includes a voluntary
inclusionary housing program that provides

a density bonus and tax abatements to
developers that agree to certain affordability
restrictions. initial reports show a strong
take-up of these incentives. According to
Mayoer Bicomberg’s june 26, 2006, press
release, “The pian will spur 10,800 new
units of much-needed housing, and through
a powerful combination of zoning incen-
tives, housing programs, and city-owned
fand, 3,500 of those units will be affordable,
One year afler the rezoning was enacted
there are already 1,000 affordable units in
the pipeline for near-term construction on
the waterfront alone. That’s 64 percent of
Lhe rezoning estimate of 1,563 affordable
units on the waterfront.”

To yield meaningfu benefits for home af-
fordabiity, such strategies generally need to be
impiemented either on a broad enough scale to
significantly increase the supply of homes or in
a manner designed specifically to lead to the
production of additionat affordable homes,
such as through inclusionary zoning reguire-
ments or incentives. The latter approach is dis-
cussed later in this article,

Zoning for a variety of housing types.
Many communities bave zoning policies that
either directly restrict or have the effect of
restricting (for example, through infeasible park-
ing requirements) the construction of new multi-
family homes, manufactured homes, or acces-
sary dwelling units. Because each of these
housing types can be used to construct homes

that are less expensive than detached, single-
family homes, such policies tend to make
homes more expensive for working families.

On the other hand, by adopting zoning
policies that maximize the availabiity of
these housing types, communities can both
expand the supply of affordable homes and
meel a wider range of their constituents’
needs.

In recent years, tremendous advances
have been made in the design of both multi-
family and manufactured homes. When well
designed, both types are of extremely high
quality and fit in well into the community.
Multifamily homes can add value to commu-
nities by helping to revitalize distressed

SAUI0H HNg

nelghborhoods, increasing the ridership for
public transit, and providing hames for
working families near where they work—cut-
ting down on traffic congestion and improv-
ing job retention. Many of the higher-end
manufactured homes can ne longer be dis-
tinguished from stick-built homes, yet cost
thousands less. Finally, accessory dwellings—
smaller homes that are built next to or as
part of & principal home—can be an excel-
lent way to provide affordable homes for
parents or caretakers of the principal resi-
dents or to provide opportunities to expand
the supply of rental homes while generating
income for the owners.

Auburn Court, in Cambridge,
Massachusetts, is a good example of an
attractive mixed income development that
provides 137 homes in a multifamily setting
spread out along three garden courtyard
residential blocks. Established as part of
the farger Universily Park development on
land assembled by the Massachusetts
Institute of Technology, Auburn Court con-
sists of a mix of one-, twe-, and three-bed-
room rental komes distributed among flats
and duplexes. Most buildings in the devel-
opment are three stories, though several
rise up to six stories to frame the entrance
to University Park. With half the homes
affordable to families with incomes below
50 percent of the area median, and other
homes either at market rate or affordable to
families at 90 percent of the area median
income, Auburn Court was featured as part
of a recent National Building Museum
exhibit on affordabie homes.

Many people are famitiar with the use of
manufactured homes in rural seftings, but
Qakland Community Housing inc. [California)
demonstrates that they aisc have a place in
the city. As part of their infill homeownership
initiative, they have produced both single-
family detached homes (the “E” Street proj-
ect) and muitistary town homes (the Linden
Terrace project}.

Both Santa Rosa, Catlifornia, and Mercer
Isiand, Washinglon, use accessery dwelling
units as a strategy for expanding the supply
of affordable homes. in Santa Rosa, accessory
dwelling units are typically incorporated inte
new developments, such as Courtside Village,
a pedestrian-friendly mixed use development
that includes 100 accessory units. In Mercer
Island, officials have streamtined the permit-
ting process and launched a public education

ZONIN 12.06
AMERICAN PLANNING ASSOCHTION [ page 5




and information program to promote acces-
sory units. The Transportation and Land Use
Coalition reports that Santa Rosa’s strategy
produces about 39 10 47 new accessory units
each year, while Mercer Island produced
about 173 accessory units between 1995 and
2004.

None of these strategies would be possi-
ble without zoning pelicies that allow reason-
able use of a diverse range of housing types
o expand choices and ensure the availability
of homes affordable to working families.

Inclusionary zoning requirements or
incentives. Few housing policies have generated
as much attention (and in many communities,
controversy} in recent years as inciusicnary zon-
ing. Inclusionary zoning generally invelves a
requirement or an incentive for developers io
include a modest perceniage of affordable
homes within newly created developments. This
is one way of harnessing the power of the mar-
ket to produce affordable homes.

The nation’s first inclusionary zoning law

{nnovative Housing

was enacied in the 19705 in Montgomery
County, Maryland. The law specified that in
any new housing development including 50 or
more homes, at feast 12.5 {0 15 percent musl
be made affordable to families with incomes
at or below 65 percent of the area median
income. In exchange for this requirement,

developers received a density bonus allowing
them to buiid up to 22 percent more homes
than otherwise permitted. The affordable
homes were required to remain affordable for
20 years. While the Monigomery County ordi-
nance has been modified many times over the
years, it has endured and produced more than
12,000 moederately priced homes through
2005, including 8,527 for-sale hemes and
3,520 rental homes.

Since that time, numerous other jurisdic-
tions have adopted inclusionary zoning, espe-
cially in high-cost markets such as California.
According to a survey conducted by the
California Coalition for Rural Housing and the
Nonprofit Housing Association of Nerthern
California, as of 2003, 107 cities and counties
had adopted inclusionary zoning within the
state, producing more than 34,c00 affordable
for-sale and rental homes. An updated survey
was recently conducted and is presently in the
process of being analyzed; it is expected to
reveal numerous additional jurisdictions in

California that have adopted inclusionary zon-
ing and more complete totals of affordabie
homes produced.

Inclusionary zoning ordinances also
have been passed in Washington D.C., Fairfax
County, Virginia, and many communities in
and around Boston. A number of states—

notably Massachusetts and New jersey—have
enacted statewide laws that achieve similar
effects.

While a complete analysis of this compli-
cated subject is beyond the scepe of this arti-
cle, the foliowing are some of the key issues
for communities to consider:
< Equity. Advocates of inclusionary zoning
argue that because land is in limited supply
and the price of homes in high-cost markets
are 50 out of reach of working families, inchu-
sionary zoning is the only cost-effective way of
ensuring the production of homes affordable
to working families. Opponents, on the other
hand, argue that it is unfair for the govern-
ment to require one class of individuals (prop-
erty owners) to subsidize the public good of
affordable homes.
¢ Incentives/Offsets, Consensus around the
adoption of inclusionary zoning is generally
easier to achieve when weil-crafted incen-
tives {also known as offsets) are inciuded to
compensate preperty owners and develop-
ers for the foregone revenue associated with
producing homes at below-market prices or
rents. By ensuring that development contin-
ues tc be an attractive financial proposition,
well-crafted incentives are also likely to
blunt the critique offered by some critics
that inclusionary zoning policies may lead to
an increase in the price of market-rate hous-
ing or a decrease in the supply of market-
rate housing in the area {because develop-
ers do not wani to build there). The most
common and effective incentivefoffsetis a
density bonus to allow the productien of
more homes than would normaily be permit-
ted under the jurisdiction’s zening rules.
Another useful incentive is to provide devel-
opers proposing projects that meet speci-
fied affordability guidelines with a fast-track
approval process or preapproval to buld “as
of right.” When inclusionary zening facili-
tates an increase in density in ctherwise
tow-density areas, greater speed and cer-
tainty in the approvals precess, and more
affordable homes, ail stakeholders benefit.
« Process Matters. Consensus is more likely
to be achieved when the process for develop-
ing recommendations includes both develop-
ers and advocates, it also helps {o “get into
the numbers,” examining the real-world
impact of various proposed pelicies and off-
sets and the applicabilily of the proposed
policies to local market conditions and hous-
ing needs.
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s Assess housing needs and resources

# Know your market

+ Be comprehensive

= Fosier interagency collaboration

= Exercise leadership

« Set and track progress toward goals
+ Proactively plan for future growth

= “Build public support for affordable
‘housing

= {reate open tines of communication
= Involve the business community

= |nsist ¢n excellent design

< Promote a mix of incomes

+ Continually evaluate and refine your
strategies

= Think lecally and regionally

= Voluntary vs, Mandatory. The consensus
view of practlitioners working in this area is
that mandatory requirements work better than
voluntary policies that rely entirely on incen-
tives. On the other hand, New York City
appears to have had significant take-up of its
voluntary inclusionary housing incentives for
Greenpoint-Williamsburg. Chicago has a cross
between voluntary and mandatery pelicies,
with the policy aplional for those develop-
ments that do not seek financial assistance
from the city, but mandatory for those that de,
It remains to be seen whether the voluntary
approach can be extended effectively to other
coniexts.

= Target Income Levels. in general, inclusion-
ary zoning appears better suited to producing
homes affordable to families with moderate
income than families with very low incomes.
This is due both Lo the economics—moderate
income families can afford to pay more than
very low-income families, meaning there is
less foregone revenue associated with those
nomes—and the fact that inctusionary zoning
is more feasible politically when focused an
moderate income families,

To ensure that very low-income families
have access to some of the for-sale or rental
homes produced through inclusionary zoning
policies, jurisdictions may want to authorize a

tocal housing authority or other public entity to
purchase a portion of the affordable homes, as
is the case in both Monigomery and Fairfax
Counties. After purchasing the homes, the
housing authorities can combine them with
other subsidies to make them affordabie to
fower income families.

= Duration of Affordability. One of the limita-
tions of many inclusionary zoning ordinances
is that they guarantee affordability for only a
limited time period. While 15 or 20 years may
seem like 3 long time, such affordability peri-
ods limit the effectiveness of inclusionary
zoning policies in contributing o a lasting
increase in affordable housing opportunilies
for moderate income families, They alse make
it harder to preserve mixed income communi-
ties over time. As discussed in greater detail
in the analysis on which this article is based,
a number of solutions exist to extend the
affordability period indefinitely, while still
ensuring opportunities for individual asset
growth. Such solutions are generally prefer-
able to more limited affordability periods.

+ (n-site vs. Off-site. Some advocates of
inclusionary zoning insist that each develap-
ment include a percentage of affordable
homes. Others believe it is sensible to allow
developers to provide an equivalent number
of homes off-site or pay a fee in lieu of provid-
ing on-site affordable homes, with funds to be
used to develop affordable homes elsewhere
in the community. In general, it appears easier
to gain consensus around inclusionary poli-
cies that permit off-site affordability or in-lieu
fees. This approach also may increase the
number of affordable homes constructed by
shifting the production of affordable homes to
sites with tower tand and production costs.

= Markel variations. I is important to be sen-
sitive to market reslities. Inclusicnary zoning
mandates probably do not make a lot of sense
for declining neighborhoods struggling to at-
tract any development whatsoever. While
inclusionary zening is likely to be more effec-
tive in hot markets, it will tikely be most effec-
tive if enacted while there is still a significant
number of developable parcels. interested
communities should try to anticipate areas of
future growth.

« Relation to other housing strategies. While
inctusionary zoning is a promising tootl for har-
nessing strong markets to produce affordable
homes, it is not & panacea. Inclusionary hous-
ing policies will ultimately be most effective if
they are part of a larger and more comprehen- .

sive approach to solving a community’s hous-
ing challenges.

SUPRLUY
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The three policies outlined here demonstrate
the potential of the zening process to expand
{or restrict) the availability of afferdable homes.
Fach of these individual approaches is likely to
yield improvement, but the benefits would be
maximized by adopting all three at once—ide-
ally as part of a comprehensive and strategic
approach to meeting a community’s need for
afferdable homes.

While space does not permit a thor-
cugh discussion of the process of develop-
ing and supporting a housing strategy for
working families, the iist at the teft provides
a brief list of many of the key elements. To
the extent that communities can initiative a
aread and comprehensive process for exam-
ining their needs, and bring the full array of
resources and agencies to the table to meet
those needs, they are more likely to gain
support for needed changes and more likely
1o develop effective strategies for increasing
the availability of hemes affordable to work-
ing families.
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